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I. INTRODUCTION 

1. The main objective of the Country Synthesis of Postevaluation Findings (CSPF) is to examine 
and analyze the implementation and operational experience of Bank-financed projects/programs 
so that lessons learned from such experience can be distilled to improve future operations. The 
CSPF is based on a review of the findings of postevaluation reports prepared by the 
Post-Evaluation Office (PEO) for Bank-financed projects/programs in a developing member 
country (DMC) which include: Project Performance Audit Reports (PPARs), Impact Evaluation 
Studies, Country Special Studies, Reevaluation Studies and Technical Assistance Performance 
Audit Reports (TPARs). 

II. BANK OPERATIONS IN PAPUA NEW GUINEA 

 
2. Bank operations in Papua New Guinea (PNG) began in 1971 with the provision of a loan for 
the Papua New Guinea Development Bank. As of 30 June 1995, the Bank had financed 33 
projects in PNG with 42 loans totaling $545.7 million. As shown in Appendix 1, about $321 
million (59 percent) was funded from ordinary capital resources (OCR) while the remaining $225 
million (41 percent) came from special fund resources (ADF)1. 
 
3. The sectoral breakdown of Bank operations in PNG shows that the largest percentage of 
Bank loans (31 percent) were for transport and communications ($171 million for seven 
projects), followed by agriculture and agro-industry (30 percent or $165 million for six projects) 
and social infrastructure (22 percent or $120 million for nine projects). The remaining sectors 
such as energy, industry, finance and multisector accounted for 17 percent or $90 million for 11 
projects. 
 
4. As of 30 June 1995, the Bank had provided technical assistance (TA) to 82 projects in PNG 
valued at $22.7 million, of which 63 percent or $14.4 million was advisory and operational in 
nature while the remaining 37 percent or $8.3 million was for project preparation. As shown in 
Appendix 1, the Bank financed $15.1 million (67 percent) of the total TA to PNG while the Japan 
Special Fund (JSF) and other donors financed the remaining $7.1 million (31 percent) and $0.5 
million (2 percent), respectively. By sector, the bulk of TA operations were in agriculture ($7.6 
million or 33 percent), followed by social infrastructure ($5.5 million or 24 percent), transport and 
communications ($3.9 million or 17 percent), multisector ($2.0 million or 9 percent), energy 
($1.5 million or 7 percent), industry and nonfuel minerals ($1.4 million or 6 percent) and finance 
($0.8 million or 4 percent). 
 
5. Of the 33 projects financed by the Bank, 27 (82 percent) have been completed, of which 15 
have been postevaluated. In addition, one TA completion report has been prepared in 
September 1992 on strengthening the ex-post evaluation capability of the Department of 
Finance and Planning; one reevaluation study of a road project has been completed in January 
1990 and postevaluation findings in PNG have been consolidated in one special study in 
December 1990. A list of Postevaluation Reports completed for PNG as of 30 June 1995 is 
shown in Appendix 2. The 15 postevaluated projects, with loans totaling $176.1 million (or about 
one third of total Bank lending to PNG) were approved between 1971 and 1985 and were 
                                                 
1 About half of the total loans to PNG were blend loans totaling $284 million, of which $152 million were ADF loans and $132 million 
were OCR loans. 
 



completed between 1978 and 1991. By sector, the Project Performance Audit Reports (PPARs) 
covered five projects out of nine in social infrastructure; four out of seven transport projects; all 
three finance projects; two out of six projects in agriculture; and one out of four projects in the 
energy sector. So far, none of the projects in the industrial sector nor the multisector has been 
postevaluated. 
 

III. MAJOR FINDINGS AND LESSONS LEARNED 

 
6. This section summarizes the major findings and lessons leamed from postevaluated projects 
in PNG by sector and by subsector. A summary of postevaluation results for the 15 projects is 
shown in Appendix 3. 

A. Agriculture and Agro-lndustry  

 7. Two agricultural projects, one for irrigation and rural development (East Sepik Rural 
Development) and the other for industrial crops and agro-industry (Cape Rodney Smallholder 
Development Project), were postevaluated, with an aggregate cost of $44.0 million, of which 
$23.5 million were financed by the Bank. This represented 13 percent of the total loan value for 
projects postevaluated in PNG. The two projects were aimed at improving the incomes and 
living standards of the rural population through integrated agricultural development and 
production expansion schemes. Both projects were rated unsuccessful with project 
performance thwarted by deficiencies in project design, inappropriate production technology, 
weak institution building and implementation arrangements and inadequate Bank 
 supervision. With an average implementation delay of about one year due mainly to setbacks 
in recruiting consultants on account of slow Government procedures,2 changes in Project scope 
and land settlement problems, the two projects had cost overruns averaging $4.7 million. 

 1. Irrigation and Rural Development Development 

 8. The East Sepik Rural Development Project was the Bank's first project in the agricultural 
sector in PNG. It comprised six subprojects: (i) land settlement for rubber production; (ii) buffalo 
farming; (iii) inland fisheries; (iv) crop intensification; (v) agricultural research; and (vi) 
agriculture and nutrition education. Implementation of the project was generally foiled by 
changes in project scope such as the cancellation of cocoa and corn processing facilities, 
expansion of civil works and addition of plant and machinery at the Gavien Land Settlement 
Scheme and the Agricultural College. Consequently, project construction was completed 15 
months later than scheduled and cost estimates were also exceeded by $4.5 million or 43 
percent. 
 
 9. The project was rated as unsuccessful in achieving its intended objectives with production 
shortfalls of rubber at the Gavien Land Settlement Scheme because of low prices, the outbreak 
of bovine tuberculosis prohibiting buffalo farming, the production of unsalted fish proving 
unattractive to fishermen, the increased production of crops arising from the crop-intensification 
component of the project difficult to isolate, and two research stations established but one 
subsequently closing. Judging from the intake of students at the Sepik Agricultural College, 
                                                 
2 The Government requested the Bank’s approval of recruiting long-term international consultant on terms in line with the standard 
PNG Public Service contracts to standardize employment arrangements for expatriates. The Bank agreed to the request on 
conditions that the positions are widely advertised and the salaries are negotiable depending on applicant's qualifications. However, 
delays were actually experienced in the selection of qualified consultants who would accept the public service remuneration 
package and in the end, the positions were filled exclusively by PNG's main sources of expatriate expertise, in particular, those from 
Australia and the United Kingdom. 
 



only the education subproject met with some success. The number of teachers trained and the 
number of schools participating in the nutrition program both exceeded targets. 
 
10. Project experience point to the importance of appropriate project design, and proper 
implementation and monitoring arrangements that can be sustained beyond the provision of 
Bank financing as crucial requirements for successful project outcomes. In designing projects, 
the lessons learned come down to the need to test pilot first projects of grand scale, especially 
those introducing new and unproven technological processes before undertaking large-scale 
investments as a means for assessing more realistically their risks and for preparing them for 
successful transition to commercial operations. Remoteness of project areas and weak capacity 
of implementing agencies are areas that should be considered in project design. In 
administering projects, appraisals and covenants should focus on the transfer of responsibilities 
from central agencies to suitable local organizations involved with  the later stages of the 
development process. Poor project sustainability was attributed to the establishment of 
autonomous and temporary project management units. Others lessons drawn from experience 
in Bank assistance to agriculture in PNG are the need for staff training and localization to 
strengthen implementing capability; and the value of agricultural research in increasing 
productivity and ensuring competitive advantage. 

 2. Industrial Crops and Agro-lndustry 

11. Out of the three projects in this subsector which were assisted by the Bank, the Cape 
Rodney Smallholder Development Project was the only postevaluated project to date. It 
involved the rehabilitation of existing rubber smallholdings and development of new settlement 
blocks, adopting a plantation style of management modeled after Malaysia's Federal Land 
Development Authority's (FELDA) nucleus estate scheme, in order to raise rubber production 
for export and improve the income and living standards of people living in the area. 
Implementation of the project was delayed by ten months due to modifications in project scope 
to focus on new development rather than rehabilitation, and due to cumbersome procedures in 
the selection of settlers and in the allocation of settlement blocks. The substantial increase in 
area developed for new settlement at higher prices than anticipated contributed to a cost 
overrun of about $4.8 million or about 20 percent higher than estimated. 
  
12. The project was rated as unsuccessful as majority of the settlers have not yet arrived and 
shortfalls in the production of rubber and food crops have been observed. The anticipated level 
of project performance could not be accomplished as one third of the planted area was 
damaged by fire and waterlogging and needed infilling. Further considerable investments and 
management support would be required to achieve project objectives. 
  
13. The need to incorporate sociocultural realities in project design emerged as a major lesson 
from this project as its design ignored the traditional attachment to subsistence agricultural 
practices by project beneficiaries that consequently led to minimal smallholder participation 
indicated by low productivity, high absenteeism and lack of commitment. Moreover, settler 
involvement and participation in the early stages of land development and rubber planting would 
have helped minimize project costs and improve its benefits. The project also highlighted the 
need for more intensive Bank supervision and careful monitoring through  midterm review of 
project operations, which would have resolved problems related to settler selection and block 
allocation. The key issues drawn from project experience relate to: (i) constraints in the context 
of PNG to large-scale development posed by customary land tenurial systems; (ii) comparative 
efficiency of projects involving private sector participation vis-a-vis government-managed 
projects; and (iii) macroeconomic and sectoral policies that would enhance competitiveness of 
agriculture and address poor incentives that lower output, obstruct technology transfer and 
reduce productivity.  



 
B. Energy  
 
14. Out of five loans amounting to $43 million made for four projects in the electric power 
sector, only one project - the Upper Warangoi Hydropower Project – was postevaluated. 
Receiving a blend loan of $12.25 million, the project was intended to replace high-cost diesel 
generated power with low-cost hydroelectricity and reduce the burden of rising oil prices on the 
economy. The project was implemented with a minor delay of about six months on account of 
start-up problems in co-financing and procurement arrangements and a small cost overrun of 
$5.7 million, or 12.5 percent higher than estimated.  
 
15. The financial and economic performance of the project was adversely affected by shortfalls 
in the growth for electricity demand caused by the prevailing threat of volcanic eruptions and the 
resultant effect of seismic activities on the industrial and commercial development of Rabaul, 
the load center, as well as the frequent transmission faults that made electricity supply less 
reliable. Consequently, the project was rated as partly successful. 
 
16. Project experience provided the lessons of: (i) careful pre-appraisal project planning and 
design; (ii) continuity of consultancy engagement between the design and implementation 
phases; (iii) single executing agency arrangements supported by a long-term advisory technical 
assistance program; (iv) integrated system development approach with pre-approval installation 
of complementary inputs; (v) adoption of reliable technology and adaptation to local conditions 
of consultancy and contractor services; and (vi) factoring uncertainties in demand-supply 
analysis of power projects through comprehensive hydrological/energy simulation and load 
matching studies. The project also highlighted the issue of pricing policy, which was an 
important source of error in the electricity demand forecast, in managing demand and improving 
efficiency of resource use.  

C. Finance 

17. All three projects to the financial sector in PNG involving loans to a development financial 
institution (DFI), the Papua New Guinea Development Bank (PNGDB), have been 
postevaluated. The loans were supposed to augment the PNGDB's resources to meet the 
foreign currency requirements of its lending operations. The first loan, which was also the 
Bank's first to PNG, amounting to $4.5 million was approved in 1971, fully disbursed in 1977 
and completed in 1979; the second, for $7 million was approved in 1978 with only 90 percent 
disbursed by closing date in 1983 and completed in 1984; and the third, for $11 million was 
approved in 1982 with only 50 percent disbursed as of closing in 1989, and completed in 1990. 



18. All three loans were partly successful in meeting their objectives. In all cases, loan 
utilization diverged from appraisal targets in terms of sectoral allocation, subproject size and/or 
maturity. Most of the loans were small in size, short in duration with maturities within a year or 
two, and allotted more to the services sector (particularly transport hire-purchase activities) 
rather than manufacturing. Moreover, disbursements of the loan were slow for all cases 
because of PNGDB's unfamiliarity with the Bank's loan administration and procurement 
procedures in the first loan, its institutional inadequacy in loan appraisal and supervision 
procedures in the second loan, and internal difficulties encountered in its restructuring from a 
development bank to an agricultural bank in the third loan. 
 
19. The experience gained in implementing DFI loans in PNG signified the importance of 
assessing institutional capacity to achieve desired project results. The inability by the Bank to 
properly assess PNGDB's capacity to appraise and supervise subprojects and to orient it 
towards the Bank's own objectives and procedures limited project achievements. Experience 
also illustrated the need for the Bank to be flexible in adapting project design to changes in the 
policy and operational environment of the DFI and for the government to grant more autonomy 
to DFls through conducive policy and socioeconomic frameworks. The transformation of 
PNGDB to the Agricultural Bank of PNG (ABPNG), for instance, would have required 
adjustments in the sectoral lending allocations at appraisal on account of the new mandate of 
the DFI with far-reaching implications for its institutional growth and financial viability. 

D. Social Infrastructure 

20. The five projects in this sector that were postevaluated cost $95.6 million, of which 62 
percent or $59.3 million were financed by the Bank. By subsector, the breakdown is as follows: 
two projects were water supply projects; one, an education project and the remaining two, 
health and population projects. Three projects experienced cost overruns averaging $1.56 
million due primarily to changes in project scope whereas the other two incurred cost savings 
averaging $5.4 million on account of exchange rate depreciation and high contingency 
provisions. Implementation of the projects slipped on average by one year for various reasons 
such as delays in recruiting consultants, remoteness of project sites and transportation 
difficulties for civil works components, relocation, commissioning and technical difficulties, and 
implementation problems caused by institutional deficiencies and decentralization of financial 
and administrative functions from central to provincial authorities. All five projects were rated 
partly successful in meeting objectives. 

 1. Water Supply and Sanitation 

  The Water Supply Project amounting to $13.5 million was approved in 1976 and 
was followed in 1978 by the Second Water Supply Project for $5.4 million. Both loans, 
intended for the development of urban water supplies, particularly the provision of piped water 
supply, treatment, storage and distribution in the provincial capitals of Lae, Madang, Wewak, 
and Mt. Hagen, were fully disbursed. Generally, the water supply projects were implemented as 
planned. Some modifications in scope though, such as relocation of treatment plants, were 
made to better adapt supply systems to local conditions, which along with delays in consultant 
recruitment, led to slippages in project completion lasting five to fourteen months, for the 
second and first projects, respectively. The first project exceeded cost estimates by $3 million 
or 15 percent while expenditure overruns on the second project reached $0.8 million or 10 
percent. The loans were supported by a technical assistance grant for $165,000 for the 
establishment of a national water authority. 
 
21. The two water supply projects only partly achieved their objectives. Operational difficulties 
impeded performance of the second project, specifically for the Madang system where water 



production fell as the abstraction rate of water level in the wells that were constructed exceeded 
the recharge rate, and for the Wewak and Mt. Hagen operations where mechanical equipment 
such as raw-water pumps broke down. The financial performance of the projects were also 
short of expectations with the first project incurring a financial internal rate of return (FIRR) of 
3.6 percent as against an estimated 6.7 percent and the second having a negative FIRR as 
against an estimated 5.6 percent. 
 
22. Project experience in water supply projects in PNG emphasized the lessons of: (i) carefully 
designing a preparatory technical assistance before project appraisal to lay the institutional 
groundwork for sectoral expansion in cases where the Bank is lending to a sector for the first 
time; (ii) putting in place institutional arrangements and stipulating relevant pricing and financial 
performance covenants in the loan agreement; and (iii) carefully imputing social factors, 
particularly demographic factors, in water demand forecasts and water pricing policies. Critical 
issues to be resolved in the water supply sector relate to institutional development of the 
National Water Supply and Sewerage Board, particularly in respect to autonomy of water 
enterprise management in planning and accounting, and the design of appropriate water tariff 
structures that would enable the attainment of economic and equity objectives without loss of 
revenues and undue budgetary burden. 

 2. Education 

24. Of the two education projects financed by the Bank in PNG, only one - the Technical 
Education Project - was postevaluated. Designed to upgrade technical education and 
apprenticeship training to meet the emerging needs of the industrial sector, it comprised a blend 
loan aggregating $16 million approved in 1981 and fully disbursed as of its closing and 
completion in 1988. Lack of familiarity by the executing agencies with Bank procurement 
procedures, remoteness of project sites where building construction was to take place, and 
delays in commissioning of buildings and equipment were major factors behind the longer 
implementation period that lasted one and a half years more than originally scheduled. Actual 
expenditures of $29.1 million, were nevertheless lower than appraised by 12 percent on account 
of savings realized by the Government on recurrent expenditures for in-country transportation, 
utilities and project implementing units. 
 
25. While the project did establish the necessary infrastructure, improved the quality of teaching 
staff, accelerated the process of localization, and launched a satisfactory project benefit and 
monitoring evaluation (BME) mechanism, the decline in enrollment rates and in the number of 
apprentices trained, low utilization of facilities and the limited employment prospects for 
graduates indicated that the project was only partly successful in achieving its objectives. 
 
26. The experience from this project underscored the importance of: (i) continued commitment 
and funding support for project sustainability; (ii) substantial fellowship component for staff 
training; (iii) a more structured approach to curricula review; and (iv) development of industry 
linkages through appropriate institutional mechanisms. Meanwhile, the creation of a national 
system for manpower planning, emphasis on multidisciplinary skills, institutionalization of 
linkages with industries to assist in the placement of graduates and of linkages between 
vocational and technical education through the establishment of a nationwide trade testing and 
accreditation system, and restructuring the image and status accorded to technical and 
vocational education comprised some of the significant issues in the education sector that need 
to be addressed. 



 3. Health and Population 

27. Out of four health projects financed by the Bank in PNG, two were postevaluated. The Rural 
Health Services (RHS I) and Second Rural Health Services (RHS II) projects, with corresponding 
loan amounts of $12 million and $13.9 million, were both aimed at improving the health of the 
population by enhancing the capability of national and provincial governments to deliver primary 
health care and related services to rural areas. Both projects comprised the provision of health 
centers and staff housing; medical, dental and laboratory equipment; water supply and sanitation 
systems; transport and communications systems to access remote areas; training programs in 
management and health education; and consultancy support. RHS I incurred total cost savings of 
about $7 million or 33 percent due to the weakening of the dollar against the Special Drawing 
Right (SDR); lower expenditures for vehicles, equipment and consultancy; and high provision for 
contingencies. RHS II, on the other hand, slightly exceeded estimated costs by 5 percent or a little 
less than $1 million, due to the addition of a loan component - the procurement of essential 
pharmaceuticals. While both projects have enlarged accessibility of remote areas to primary 
health care delivery, the availability and quality of services were impeded by the closure or 
reduced operations of a number of health facilities caused by the paucity of trained personnel, 
shortage of drugs and medical supplies, defective equipment and poorly maintained buildings. 
The inefficient operations of the health facilities coupled with threats to project sustainability posed 
by dwindling budgetary allocations to health, have rendered both projects as partly successful. 
 
28. The critical issues affecting the health sector in PNG concern sustainability of health 
delivery systems in financial, manpower, institutional and logistical terms. Many of the health 
facilities have experienced operational difficulties such as understaffing (as most health 
personnel were inadequately trained while graduating community health workers were absorbed 
elsewhere in the system), shortages of essential medical supplies and drugs, and poor 
maintenance of buildings and equipment. The declining trend in the amount of resources 
allocated to the health sector has resulted in a financial burden of staffing, equipping and 
operating health facilities. Bank experience in financing health projects in PNG highlights the 
importance of: (i) defining project objectives in specific and quantifiable terms for effective BME; 
(ii) strengthening the BME capabilities of executing agencies, particularly with respect to 
assessing available manpower and appropriate training, institutional strengthening, supervision 
and monitoring; (iii) ensuring that adequate budgetary provision can be afforded by government 
not only during project implementation but also after project completion; and (iv) ensuring the 
training and retention of counterpart staff during project implementation and after completion to 
facilitate the transfer of skills. 

E. Transport and Communications 

29. The Bank provided ten loans to finance seven projects in the transport sector, valued at 
$171.1 million or 31 percent of the Bank's total lending portfolio to PNG. Of these, three road 
projects and one port project have been postevaluated with total loans amounting to $49.2 
million. In 1990, the first road project was reevaluated for the purpose of reassessing the 
economic effects of the project, and of identifying factors affecting project sustainability. Except 
for the first road project which exceeded cost estimates by nearly 20 percent, all other 
postevaluated projects in this sector incurred total cost savings of as much as $18.5 million 
mainly on account of the appreciation of the kina against the US dollar and lower contract prices 
for civil works. An average implementation delay of two and a half years, was in turn observed 
for three projects owing to preconstruction delays in contract approval and awarding, and 
consultancy appointments. The second road project was implemented ahead of schedule. 



 1. Roads and Road Transport  

30. Total expenditures for the three road projects that were postevaluated reached $55.1 million, 
of which 61 percent or $33.5 million were actually financed by the Bank. The first road project 
consisted of a $9.8 million loan in 1972 which was originally for the construction of a section of 
the Hiritano Highway between Port Moresby and Bereina and repairs for a section of the 
Highlands Highway. The latter component was eventually dropped due to cost escalation but was 
eventually funded under a second loan approved in 1977 for $15 million. The third road project in 
1983 for $13 million also involved improvements to the Highland Highway near Lae combined 
with a new road construction in the Northem Province. 
 
31. The second and third road projects were assessed as generally successful, implying that 
the lessons from the first road project which was partly successful were incorporated in their 
design, contributing to smoother implementation. The first road project was intended to induce 
production and marketing of agricultural produce for the expanding Port Moresby market by 
providing an all-weather road but the volume of marketed products and the condition of the road 
surface were below expectations. By contrast, improved road pavements from gravel to 
bituminized surface with consequent reductions in maintenance costs coupled with the 
increased volume of generated traffic marked the performance of the other two projects. 
Implementation of all projects, however, have been affected by the shortage of technically adept 
local contractors and construction personnel.  
 
32. Issues raised by these projects concern the effect of vehicle overloading especially by trucks 
and haulers on pavement life and traffic growth; maintenance and cost recovery through 
road-user charges, fuel taxes and import duties on vehicles and spare parts; and the impact of 
environmental changes such as shifts in river courses and flood levels on road design. The 
projects exemplified the importance of imputing the overloading factor in the design of roads 
which would require greater maintenance funds and enforcing effective measures to control the 
traffic of overloaded trucks; monitoring environmental effects in river watersheds crossed by 
project roads; arranging for cost recovery avoidable pavement damage by periodic assessments 
of freight rates; strengthening the executing agency's capacity for maintenance work and 
technical training including the use of private contractors. Reevaluation findings of the Road 
(Hiritano Highway) Project, in turn, stressed the need for integrating road projects to an overall 
regional development strategy, where factors affecting transport demand would need to be 
analyzed more thoroughly, specifically the mechanisms by which project roads could induce 
regional economic activity. 

 2. Ports and Shipping 

33. Aimed at increasing port capacity at Lae, the principal port of PNG, through the construction 
of new wharf facilities and upgrading of existing ones, the Lae Port Project was approved for 
$20 million under a blend loan in 1980. Due to land acquisition problems, project 
implementation was suspended and the project was reappraised based on a new feasibility 
study completed in 1983 which forecasted lower traffic growth through Lae Port on account of 
the world recession. The project, when completed in 1989, utilized 79 percent of the Bank loan 
and incurred cost savings of about $0.2 million under its revised scope 3, largely from lower 
contract prices for construction work even as this was completed six months later than 
scheduled. The project was generally successful on the basis of the sound construction of the 
port facilities and sustainability of economic benefits. While the project strengthened the 
                                                 
3 The revised project  scope, estimated to cost S19.3 million, comprised (i) construction of a new tanker berth and container storage 
yard, (ii) construction of berth  2 and extension of berth 3; (iii) reconstruction of pavement  areas; and (iv) relocation of storage 
sheds.  
 



institutional, particularly engineering and planning capabilities of the executing agency, the 
Papua New Guinea Harbours Board, its future financial strength is a cause for concern because 
of constraints in its tariff-setting policies and its mandate to support the development and 
operation of losing coastal ports. The project demonstrated the importance of careful 
assessment of traffic forecasts, incorporation of the impact of delays, and inappropriate tariff 
adjustments on the project's financial viability; pre-appraisal assessments of relative merits of 
alternative development proposals such as in deciding between improving wharf facilities and 
constructing new ones; and provision of staff training in developing sound accounting and 
management reporting systems to enhance project sustainability. 
 

IV. CONCLUSIONS 

A. Overall Assessment 

34. Postevaluated projects in PNG as of end-June 1995 showed a generally mediocre 
performance with ten projects or 67 percent out of 15 projects assessed as partly successful in 
accomplishing project objectives. As shown in Appendix 4, only three projects or 20 percent 
were generally successful while two projects or 13 percent were unsuccessful. A similar trend 
was observed in terms of loan disbursements which aggregated $160.6 million for the 15 
postevaluated projects, of which only 25 percent ($39.4 million) were utilized to finance 
generally successful projects, 60 percent ($97.6 million) to finance partly successful projects 
and 15 percent ($23.5 million) to finance unsuccessful projects. 
 
35. Out of 15 projects postevaluated in PNG, all 3 projects that were generally successful were 
transport projects (1 port and 2 road projects). Of the ten projects that were considered partly 
successful, five were in social infrastructure (two water supply, one education, and two health 
projects), three were in finance (DFI loans to one development bank), one in energy (electric 
power) and one in transport (road project). Of the two unsuccessful projects, both were in 
agriculture (one rural development and one agro-industry project). In general, project design 
was a crucial factor affecting project performance. Project implementation in transport and water 
supply projects were more successful because the project concepts were simple whereas 
agricultural and DFI projects were less successful due to complexity in design and broadness of 
scope of these projects. Postevaluation findings showed a tendency to overlook weaknesses in 
the implementing capacity of executing agencies and to disregard the socioeconomic 
environment such as tenurial systems and law and order problems in the design of projects. 
Moreover, the technical, financial and market analyses conducted during project preparation 
have been inadequate with overoptimistic assumptions made on the rate at which new 
technology being introduced will be assimilated, and on where, how and at what prices products 
would be marketed. Little attention has been given to project sustainability after the withdrawal 
of external funding, especially for infrastructure projects where adequate cost recovery must be 
imputed to ensure project maintenance. A critical issue facing projects in PNG is the 
insufficiency of budgetary allocations resulting in a large number of projects becoming 
underfunded. A number of projects also lacked adequate beneficiary participation during project 
design stage. 



 
36. Deficiencies in project design, modifications in project scope resulting from poor project 
preparation, and delays in bidding, procurement and consultancy recruitment led to delays for 
nearly all projects that have been postevaluated, with an average implementation delay of 1.3 
years. As shown in Appendix 5, the time overruns were more pronounced in the case of 
transport projects (2.2 years), especially ports and shipping where the delay was longest at four 
years. Conversely, power projects, being blueprint projects 4 by nature, given the specificity of 
their design and timetables incurred the shortest slippage (eight months). As a consequence of 
implementation delays, seven projects exceeded cost estimates by an average of about 18 
percent while five projects saved costs by as much as 25 percent on account of exchange rate 
movements and lower contract prices. Of the postevaluated projects with cost overruns, 
overspending was below 25 percent for six projects and was more than 40 percent for one 
project as shown in Appendix 6. 

B. Major Lessons Learned 

37. The lessons leamed from Bank assistance to PNG are summarized in Appendix 7. 
Postevaluated projects in PNG essentially point to weaknesses in both project design and 
implementation. Project design was a key factor that affected project performance. 
Postevaluation findings in PNG showed the tendency to overlook weaknesses in implementation 
capacity and to disregard the wider socioeconomic environment. In designing projects, the 
quality of technical, marketing, financial, economic and social analyses as well as institutional 
assessment needs improvement. For agriculture and water supply projects, the key lessons 
leamed are: (i) the need for incorporating sociocultural realities such as tenurial systems, and 
demographic factors in project design; and (ii) involving beneficiaries at the early stages of the 
project, especially for land settlement schemes, and health projects, where the case for effective 
BME has to be built in the design of project components. The pilot or phased approach is also 
suggested for projects exposed to high degrees of risk and uncertainty arising from the 
introduction of new technological processes in agriculture projects, from volatile conditions of 
power projects located in disaster-prone areas and from government policy changes and social 
disruptions 5 affecting DFI loans. Where the Bank is lending to a sector for the first time as in 
PNG's experience in the social infrastructure sector, a preparatory technical assistance 
preceding project appraisal should be carefully designed. For projects in the financial sector, 
focus should be on a thorough assessment of the institutional capacity of the DFI to appraise 
and supervise projects, and to maintain flexibility in adapting project design to changes in the 
policy and operational environment surrounding the DFI. Finally, in the transport sector, the 
overloading factor with consequent impact on maintenance expenditures as well as 
environmental changes like shifts in river courses and flood levels should be considered in the 
design of road projects.  
 

                                                 
4 The Bank’s Medium Term Strategic Framework Paper (1993 1996) distinguishes between “blueprint” and “process” projects. 
Blueprint projects are projects where designs, plans, resources, costs and implementation schedules are specifed prior to appraisal 
or feasibility analysis and are appropriate where: (i) the environment or field conditions are relatively homogenous, stable and well 
understood; (ii) the outcome of the proposed intervention or assistance is clear and has a significant probability of success; (iii) the 
costs are predictable; and (iv) the implementing agencies have proven capability to carry out the intervention. In contrast, process 
projects are applicable in circumstances where: (i) there is a high degree of heterogeneity or diversity among beneficiary groups or 
project sites; (ii) the success or sustainability of the project depends on direct involvement of beneficiaries; (iii) an effective 
assistance formula is yet to be developed, tested, or refined; (iv) there is a need to strengthen the capacities of institutions involved 
in project implementation; and (v) project environments are dynamic or constantly changing requiring a high degree of 
responsiveness and flexibility on the part of project institutions. 
 
5 The performance of subprojects under one DFI loan to PNG was hampered by tribal fighting and gang crimes in the Western 
Highlands, one of the four major regions of PNG. 
 



38. During the implementation of projects, a critical issue for PNG is the lack of adequate 
budgetary allocations for Bank-financed projects. In spite of Bank efforts to assist the 
Government in budget preparation,6 projects continue to be badly underfunded so that 
expenditure on Bank projects fall short of that required. Thus, project sustainability will hinge 
heavily on provisions for continued commitment and funding not only during project 
implementation but especially after project completion. This implies that further Bank lending 
would be carefully related to capacity to implement, and hence, the emphasis of Bank 
assistance would be on capacity building and implementation-related TA to support policy 
analysis, institutional reform and economic and sector work, in anticipation of a more favorable 
environment for project or program lending in the future. Staff training should be intensified and 
staff retention ensured to facilitate transfer of skills while sound accounting and management 
reporting systems would have to be developed to enhance project sustainability. One useful 
lesson learned from the power sector is the adoption of single executing agency arrangement 
supported by long-term advisory technical assistance. In institution-building, the BME 
capabilities of executing agencies need to be strengthened, particularly in assessing manpower 
and training requirements of projects. For investments in infrastructure, there is a need for 
strengthening not only technical training capacity of implementing agencies but maintenance 
work as well so that adequate provisions for cost recovery such as tariffs and freight rates could 
be arranged accordingly. Postevaluation experience in PNG also emphasizes the granting of 
autonomy to relevant executing agencies such as DFls and water authorities in planning and 
financial activities through conducive policy and socioeconomic frameworks and in the 
decentralization of responsibility for project management from central authorities to local 
agencies. The importance of the continuity of consultancy engagements between project design 
and implementation stages and the adaptability of technology, contractual and consultancy 
services to local conditions are other insights drawn from the PNG experience. Bank 
supervision and monitoring need to be intensified through midterm reviews to identify and 
resolve problems that arise during project implementation. Finally, the postevaluation capability 
of DMCs needs to be developed to improve understanding of factors that affect project 
performance and to contribute to the efficiency and effectiveness of Bank assistance in PNG. 

                                                 
6 The Bank fielded a Special Country Assistance Mission in August 1993 to specifically assist the Government of PNG in preparing 
its 1994 budget. 
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